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Discussion Statement No. 5 July 1934 
Material suggested for use in developing discussion 
of problems of agricultural adjustment. 


United States Department of Agriculture 
Agricultural Adjustment Administration 
Washington, D. C. 
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CORN BELT AGRICULTURE AND PLANNING / 3 ¥ a) 
yor By, + SS 8 5 sent OF SP, ( 
A, G.°Black — 


Chief of Corn-Hog Section, A.A.A. 
(Address given at Howard County Farm Bureau Picnic, 
Crisco, Iowa, ine 273) 


During the past year I have been in Washington, I have wondered many 
times how the things being done by the Administration looked to you out here 
in the country. I heave wished many times we could occasionally switch positions 
in order that we might better understand each other and the real nature of the 
problems we facee I have often wished that people in all walks of life might 
temporarily exchange jobs and locations with their fellow men to the end that 
they might further develop a close kinship of interest. 


The world we live in today is extremely dynamic and complex. Things 
change so rapidly that we are constantly up against all sorts of difficult 
problems of adjustment. There is constant need for adjustment of attitudes as 
well as fundamental revision in our economic activity. When changes are as 
rapid as they have been during the past year, it becomes exceedingly difficult 
to keep one's perspective on a real and not an illusionary basis. It is hard to 
keep track of what is going one It is not easy to perceive the whole object and 


at the same time watch the changing parts. 


I am sure that most of us here, if we are honest with ourselves, will 


admit being somewhat confused by all of the emergency legislation which came 


into being during the life of the Seventy—third Congress, now adjourned. It is 
job enough to keep posted on the farm programs alonee Yet unless we do appreci- 


, ate in a general way the main objectives of the whole New Deal, it may be hard 


‘to orient one's understanding of the farm program. On the other hand, without a 


y ‘thorough understanding of the farm program, it is nigh impossible to grasp the 


meaning of the New Deal effort. 


me suppos e no aspect of corn—hog production adjustment has bothered people, 
both on the farm and in cities, more than the apparent contradiction of purpose 


os between efforts to restore employment and aid the needy on the one hand and the 
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efforts of the Agricultural Adjustment Administration to restore a balance be- 


tween supply and demand for farm commodities on the opposite hand. At the Corn- 
Hog Section in Washington, we have received a mumber of letters from folks who 
say, "How can you have the heart to pay farmers to cut production when there are 
millions of unemployed in this country? So long as there is one Single unem- 
phoyed man, there will be no over—production." I suppose a good many farm people 
are inclined to feel this same way, even though they may have signed a corn-hog 
contract this year. 


It is testimony of the inherent good neighborliness of people that this 
attitude toward the adjustment effort should persist. Albeit, however, this 
attitude does not admit the real facts in our agricultural supply situation and 
it alone is not the thing that will help the unemployed out of their difficulty. 


It is estimated by the Bureau of Agricultural Economics, that the American 
people in 1933 ate an average of 70.2 pounds of pork per capita and 14.7 pounds 
of lard. This is exactly the same per capita consumption of pork and only three~ 
tenths of a pound less lard than was consumed on the average during the compar- 
avively prosperous 1926-29 period. In total poundage, we have eaten more pork 
and lard annually here in the United States since the Gore o aor set in than we 
have ever eaten before in. our history. 


It may be hard to understand how this could Wve een ee case unless one 
happens to know something about the workings of the law of supply and demand 
with respect to hog products. The first fact to ges firmly fixed in mind is 
thes ell hog products offered for sale are so.d- at some price aud that all hogs 
brevga'; to market ate purchased at some price. Hogs» even before they are 
butchered, are a relatively perishable product. There is a certain time Limit 
within waich they must be marketed, butchered, and the products therefrom sold. 
Even cured products cannot be kept stored for any great length of time. Proces~ 
sors always have stocks on hand, but products at one end of the warchouse are 
cons taney being removed as other. ECM are Pub eRanS, from the curing-roome 


Repenee’ hogs do move nena ee se ae ee of trade, regardless of 
supply offerel, a good many people have fallén-into the error of thinking that 
the supply consumed actually represents the witlful, consumtive requirements of 
the country. On the basis of such an assumption, cf course, one could protest 
against any reduction in production, no: matter how many hogs were being raised. 
The. sea Geet point, under such. an assumption, | would. be that point at which all 
the pesole of the United States were living exclusively on pork alone and when 
the pre ‘uctlon of hogs in the country exceeded: even hat extreme level. When 
unemployment also: comes into: the ease) it is’ eat ~ to tose completely one sense ¢ 
of BS i cn PINT Wen Niki oR bat a ce 


Now the facts are that on account of ey eee s anainus we have 
' been eating in this country during thé depression fourteen percent more pork 
and over twenty-two percent more lard he capita than we did in the comparatively 
stable pre-war period from 1910’ to 1914. ‘ Yet, if memory is not to be mistrusted, 
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both the consumer's table and the hog producer were faring pretty well back in 
the pre-war period. And the reduction in production of corn and hogs, which is 
being obtained this year under the 1934 contract, will not carry us below this 
pre-war figure or below any other reasonable standard for food production. 


: I suspect one reason for apprehension among middlewestern people, as 
‘regards this matter of production adjustment, is their remoteness from the true 
proportions of our loss in export trade since the ware Unless one does fully 
appreciate the vast size of this loss, it is natural to conclude that for every 
pound reduction in our hog crop there will be a corresponding drop below the 
basic food requirements of consumers, rather than primarily offsetting the ex- 
port loss to prevent overloading the domestic market. 


I think I appreciate the difficulty of visualizing world trade. Only 

_ the immediate things around us ever scem real. Things over the hill, so to 
Speak, are visionary. In spite of daily newspapers and other communicative 
devices for keeping the pictures in our heads up to date, it still is hard to 
‘follow realistically the changes in things far away. One is able to note 
changes near at hand with his own eyes and ears. He can watch the action of © 
erosion on his farm and promptly take steps to curb it, but a drop in exports, 
such as we have seen since 1923, equivalent to more hogs than the average Iowa 
farmer would raise in a hundred thousand years, cannot be seen from the seat of 
the plow. I think this difference in our abilities to see the visible and in- 
visible accounts in part for the slow realization of the important changes in 
world trade which have created the serious current problem of adjustment. | 


When I was a boy in Illinois, I helped to haul hogs to town. To me, they 
were just sold. I had little knowledge of what became of them. I did not kmow 
that all the lard from about every third or fourth hog and all the pork from 
about every tenth hog would be eaten by foreign peoples. I did not know that 
the price these people would pey for hog products or the volume they took had 
anything to do with what my father got for the hogs we took to our little stock 
yard. It was not until many years later that I had learned how really important 
it is to kmow what does become of the hogs we offer for sale and whether or not 
there is a strong market for them at the point of ultimate consumption. 


Since the Yorld War, America's exports of hog products have been on the 
down-grade. The reasons are many and varied, but the change came about princi 
pally because European farming revived normally after the war and because there 
was a rather strong tendency on the part of indebted nations to live at home as 
much aS possible. Between 1923 and 1933, the United States annual exports of 
hog products dropped by an equivalent of eight million hogs. This number, repre~ 
senting our export loss, is equal to more than two-thirds of the entire annual 
production of hogs in the State of Iowa. This loss in annual exports is equal tc 
all the lard that thirty-six and one-half million people would cat, at the high 
United States per capita consumption rate, and equal to ‘all the Moers that nearly 
twelve million people would eat in a whole year. 


aa ‘tthe prospect for exports of hog products to our big customers in Europe, 
Germany’, end England now is about as bad as it has ‘ever been. As some of you 
lmow, the British empire went off its traditional free trade basis in 1931 and 
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_ began to restrict the imports of certain products from non-empire countries by 
means of quotas which limit the volume admitted into the country, regardless of = J 
pricee These quotas in the British market have been changed from time to time, 

and it now appears that the amount of cured pork to be imported from the United 
States into the British market in 1934 will be somewhat less than in 1933. 


In Germany, the government is attempting to achieve self-sufficiency with 
respect to supplies of fats; the import duty on lard has been greatly increased 
Since early 1933. This duty now stands at the extraordinarily high figure of 
about eighteen cents a pounde In addition, Germany has lately imposed import 
quotas on lard limiting the monthly imports during 1934 to forty percent of the 
imports during the corresponding months of 1931-33. At the same time, hog 
numbers in Germany are increasing. | 


Ulheavariet bargaining powers granted President Roosevelt by the last 
Congress contain important potentialities for the American hog producer, but it 
Seems doubtful at this time whether significant changes in the international 
picture can be expected during the ntxt year or so. It takes considerable time 
to effect mutually satisfactory tariff negotiations. Until there is a sound 
expansion in export outlets, the CornBelt farmers cannot afford to do other 
than make these present adjustments. 


As I have already mentioned, it is not easy to keep an accurate sense of 
proportion on all these matters. I recall distinctly how the great dust storm 
of a few weeks ago dramatized the searing effects of the drought in a very ef- 
fective waye In the cities, one began to hear talk of a national food shortage. 
But people were talking from emotional reaction rather than from factse It took 
a great deal of prompt information to convince the alarmed ones that we had ad- 
equate reserves and that even though certain areas were extremely dry, a good. © 
Sized crop still would be raised. . 


Of course, the farm adjustment program came in for its share of vigorous 
criticism. Prosently, many new problems did develop, which called for numerous 
modifications of our original corn-hog contract. Certain provisions were relaxed ‘ 
in order that farmers in the dry areas might conserve as mich of the limited soil ~ 
water as possible by additional planting of fecd cropse As these modifications a 
were authorized, people not in sympathy with the efforts of farm people to contro 
production shouted that economic planning had definitely failed. On the contrary. 
agricultural planning that is to amount.to anything must have flexibility to meet 
unpredictable conditions. In the main, we can. expect that the objectives of the 
corn-hog program will be.realized this year and that the people of the ‘United 
States will have plenty of corn and } 10g to eate 
2 

The occurre::ceof the drought, of course, should stimulate some serious § 
thinking about the desirability of carrying surpluses from year to year so as to 
maintain a safe margin-of supply without going so far as to produce a price~ 
depressing surplus. Finally, the drought. rather unexpectedly and effectively 
demonstrated the crop insurance feature of the corn-hog programe Because the 
reduction payments. are, based on past. production averages instead of on current 
production, many farners , especially. in the drought-stricken Dakotas, will re- 
ceive twice or even three-times:.more money: than they otherwise would have. realized 
solely from the sale of the drought-reduced crope 
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In saying all these. things} I ‘am keeping’ in tind a rather common opinion 
. that. we can expect increaséd pork’ and lard cons ampt ion through . reemployment and 
, higher wages in this country. ‘I have already cited evidence that the per capita 
_ rate of consumption has not declined’ ‘during the depression. This does not say, 
however, that there may not have ‘been some shifting im rates of consumption a- 
mong various groups, just as there probably will be shifting in rates of con» 
sumption of various commodities as recovery advances.e It is our conviction from 
past experience and from available statistics, however, that any gains in pork 
and lard consumption emong people with relatively low incomes will tend to be 
. offset by increasing expenditures among higher~sclaried people for certain other 
si fo0ods.: “Also, the potentiality for increased pork and lard consumption among the 
. unemployed seems less significant than formerly; because Federal and State re~ 
lief agencies have been supplying them right along with a substantial volume of 
arn » part of which resulted from the emergency slaughter program last 
a e . = 


No, the unemployed problem of this country will not be solved by our 

going back to the policy of uncontrolled excess agricultural production. The 
problem is not that simple. The most important characteristic of. the business 

_ depression has been the marked decrease in production of industrial goods in 
contrast to a stable or increasing level of agricultural production. Thus, whilc 
we in the country now'mst adjust production downward to some extent to help 
restore national economic balance, the problem in the cities is to increase « 

that is, restore normal production of goods and services, and in so doing to re~ 
establish workers in worthwhilc occupations at equitable wages. When this is 
done, the urban portion of our great consuming group will have more manufactured 
goods to trade to country people for foodstuffs and fiber. As national produc 
tion of wealth enlarges through increasing employment , so can we expect that the 
goods and services equivalent of farmers! income will increase. This improvement 
can be expectcd to teke place without the farmers! increasing production one whit 
excepting as nai agricultural commodities actually may be needede 


.. One of the highly significant things about our economic system is the very 
- close relationship between the incomes of city workers and level of farm prices. 
Thus, the criticism against our efforts to adjust farm production comes with 


_$particularly poor grace from those elements who profess an interest in the welfar 


.. of city workers but who also oppose plans to raise incomes and stimulate employ~ 


 omente To 2 much greater extent than is generally realized, the objectives of the 


- farm program and the other programs of the Administration are in harmony rather 
- than in opposition, and the maxinum benefit to Corn-Belt agriculture can be said 
a(to depend almost as heavily on the success of thege other programs as on the 
Agricultural Adjustment Act itself. Whatever may bé the eventual possibilities 
for increasing consumption of pork and lard among city dwellers, remember thiss 
-+ Under the New Deal, we havé'a real: chance to find: out; under the Old Deal, we 

; weaned never would PENG sini that chance. 


Ty is yet ae ently: to. measure the effect of the corn-hog Saeerent on farm 

income. Much:of:the benefits of the adjustment we are now making will not become 
apparent until the.1935 marketing season. Even a large part’ of ‘the’ 1934 spring 
pig crop will not.go.to market until after this coming December. 
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Just the same, I'am sure that all of us have been gratified to see the a 
hog market showing much greater strength during these past two weeks. The re~ 
markable jump of $1 per hurdredweight in less than ten days! time was due pri- 
marily to a decline in receipts from the comparatively high level which prevailed 
during May and to the supporting influence of Government purchases for relief , 
purposes. ty 


Just as an excess of a commodity will depress prices out of all proportion ~* 
to its volume, a moderate reduction will often stimulate a phenomenal rise, If 
drought acaa buona and the prospect for a shortage of feeds in some areas had not 
greatly increased marketings of hogs during May and early June, it seems probable 
that the curfent rise in prices would have begun sooner and would have been more 
gradual. As it turned out, the fall pigs were rushed to market at a comparatively 
light weight a month ago, thereby cutting down the number which otherwise would 
have been marketed at this time and later in the summer. 


In spite of the Popperatay ely: low level of prices which prevailed during 
May, however, the hog market was in a stronger position than during the same 
month a year previouse When the price equivalent of the hog reduction payments 
is taken into consideration ~ as it properly should be = we note that not only 
have hogs. been in a stronger position than a year earlier, but they have eae 
been in a favorable position with respect to cattles — 


You have heard a great deal out here, I assume, about the supposed better 
condition of the cattle market. Of course, at the same time, you were undoubtedly 
told that the processing tax ~- the means by. which we raise reduction money = 
was all to blame, 


Now here are some figures: The total live weight of cattle slovghbered 
under Federal inspection from January to June this year was approximately 
3,747 ,000,000 pounds, or about twenty-four percent lerger than the Federal 
Slaughter of cattle last year. Packers paid approximately thirty-eight percent 
more in total dollars for cattle this year, but an average of only 11,5 percent 
more per hundredweight of animals killed, I em talking now about average cattle ., 
prices rather than the current high prices for the relatively short supplies of L 
quality steers. On the other hand, the total hog slaughter under Federal inspet= , 
tion from emacs through May this year was 5.6 percent less than for the corres~ 
pomding period a year agoe But including the amount. paid as processing. taxes 
into the fund, out of which cooperating producers will receive their benefit pay- 
ments, the hogs this year cost the packers approximately 45 percent more than 
they did in the January-May period a year ago and the cost per ante eae of 
7 PPT eras pouch was 53 percent higher, 


Of course, the gradual increase in the rate of the processing tax. being 
collected tended to obscure the incréase in the value of hogs per hundredweight 
earlier in the year. The value increase until recently had been reflected in 
the higher rate of the tax rathe#ah a corresponding increase in the open market 
price of hogs, but with the tax rate more or less established at $2.25 per 
hundredweight, eny change in the value of live hogs from now on will. be reflected 
in proportionate changes in the open market price of hogse 
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I am hoping that it soon will become the custom emong farmers to figure 
their hogs as being composed of two parts = one part coming at the time of salo 
at the open market price; the other part coming as reduction payments. I think 
that figuring income this wey will help «11 of us to understand the processing 


‘tax. I get a great many letters on the tax and a large number of writers, some 
of whom are contract signers, declare that the tax should be substantially re~ 


duced, if not removed entirely. I am afraid they miss. the whole point of the 


_ processing tax and the reduction payment. 


_ The tax and the payment which it makes possible really protect the in- 
terests of the cooperating farmer, because they constitute an effective differen~ 
tial per hundredweight of hog produced between what the cooperator gets and what 
the non~cooperator getse If we adjusted production under a Simple plan which did 
not involve the tax payment differential, I suppose the value of hogs would rise 


substantially, ond farmers as a group might be almost as well off under that plan 


as under any other. But the individual taking part would not be so well off. 

Without the processing tax device to preserve for him a fair share of the increas¢ 
in the value of hogs; as determined by the play of supply and demand in the retai’ 
market, the cooperating producer would sce the benefits from his efforts diffused 


to all producers. 


I suppose enother story that has been making the rounds out this way is 


the one about Canadian hog prices. Several people have written me about this, 
wishing to Imow why there was a larger-than-usual differential between hog prices 
at Chicago end at Toronto, Canada, during the past winter. It has been said 
‘that this differential was due to alleged depressing influences of the Adminis- 
tration corn~hog progran. Let us review the real facts of that situation. 


ig ‘There was a larger-than-usual differential between hog prices in Canada 
and the United States during the past winter for several important reasons: In 
the first place, Ceonada has an unrestricted outlcot in the British market for her 
exports of hams and bacon. At the Ottawa conference in 1932, Canada obtained a 
quota under the empire trade preference agreement equal to almost ten times her 
average export volume of recent years. In contrast, exports from the United 
States have been substantially curtailed by the British quotas. Secondly, be~ 
cause she could increase her hog products to England in 1933, Canada was able to 
take greater advantage of the rise in wholesalc prok prices in England, as in-~ 
ports were restricted from non-empire countries. 


Finally, the differential between Canadian and Amcrican hog prices was 
oxaggerated by the collection of a processing tax on hogs in the United States. 
When allowance is made for the price equivalent of the processing tax, the net 
differential between hog prices in the two countrics is nominal. In recent 
months, too, Canadian hog prices have been working down from their relatively 
high late-winter level and hog prices here in the United States have been working 
upward. It stands to reason, of course, that with a large unrestricted outlet 
open for Canadian farmers, the hog business in Canada will continue to be on a 
relatively better basis than the hog business in the United States until we have 
succeeded in fully establishing a better balance between supply and the changed 
demand. 
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Corn-Belt farmers are now meking the most severe ‘adjustment that this @ 
generation is likely to be called upon ever to mekes The way thus far has been 
hard, because it has been all news. We heve had no precedent either for procedure 
or administrative personnel’ upon’ ‘Which to drawe Many farmers did not have de~ 
tailed records of past production. The work of making final adjustments, in 
order to assure that we attain our reduction objective and apportion to each 
producer his fair share of payments, has taken mach time. There have been some 
local irritations and misunderstandings. Much as we desired otherwise, it has 
been necessary to make rather definite and somewhat detailed. rulings with respect 
to nonbasic crops. : . 


‘ 
| 
t 


‘ 


In spite of first-year adversitics, however, we have been going steadily 
-forward.s Much of the ground we have covered Will never need to be covered agains 
We have shown ourselves that farmers can get together and manage their own 
‘business. A group consciousness has been developing, which will make it easicr 
for agriculture to cope with its problems in the future. 


Henceforth, I em hoping that all of you will 2 siaeeers to. think scriously 
eabdout the fundamentals of agricultural adjustment. I hope you will be thinking 
‘about ways to simplify and make more flexible the adjustment plans and yet keep 
to the necessary objectives. I hope you will view with a more and more critical 
eye the loud criticism of the New Deal which springs éternally from quarters not 
altogether friendly with the. farmer. Finally, I hope you will maintain strong 

interest in your county control association. The associations give a solidarity | 
to Corn-Belt agriculture that we have never known befores If we should do no 
more than weld our..individual interests into a powerful group interest, we shall 
have done an epochal thing. And the more I see of the work of local committee 
men~in handling | ‘these difficult problems of contract adjustment, the more I an 
certain that this powerful group interest is gradually maturing and a already 
beginning to mold :the attitudes and reshape the at of agriculture .in the 
Corn=Belt. — 
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Discussion Statemeht Ho. 4, July 1934 
<r Material suggested for use in developing discussion 
of problems of agricultural adjustment. 


United States Department of Agriculture 
Agricuitural Adjustment Administration 
Washington, De C. 
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COOPERATIVE ASPECTS OF THE CORN-HOG PROGRAM € 


rH (CN 7 
yf Naps Ge Black 7 a Vf 
Chief of Corn-Hog Section, AsAsA. “a2 dersarec KO 
(Address given before United Farm Organizations, ————""_ 


Mason City, Iowa, June 26.) 


One of the interesting and inspiring things about the New Deal is the way 
in which the people, themselves, have been called upon to help shape policies and 
to assume responsibilities for the broad natioial program:of reconstruction and 
recovery. Nowhsre has this new mode in politicel and economic government been 
more apparent than in the case of agriculturs. To a much greater degree than any 
of us ever thought possible, farmers today have practical opportunities for com- 
bining to improve their economic wellbeing in a rapidly changing world. And they 
are making a remarkably good beginning. JI am thinking now of. the hundreds of pro- 
ducer committees, particulerly the corm-hog committees, which have been organized 
all over the country to carry out production control plans under the Agricultural 
Adjustment Act. 


When the present Administration came into office in early 1933, we knew 
that around 40 million ecres of this country were being planted to crops, for 
which, because of lost foreign morkcts, there is no longor an offective demand. 
A very large part of this tremendous surplus acreage -- probably nearly one-half 
of it -- was being planted to corn. The corn acrexge, of course, was excessive, 
because the production of our main corn product -- hogs -- had become excessive 
With a decline in exports. Production adjustment not only had become a more or 
less desirable thing to avoid outright wastc of land and farm labor; in view of 


the paralyzing effect of surplus on farm prices -- a surplus which had driven farm 
purchasing power far below its relatively favorable pre-war level -- production 


adjustment had become absolutely essential to the broad program of national re- 
covery. 


Because of the hard facts of the situation, it was comparatively easy to 
figure out in a general way how much adjustment American agriculture probably 
would have to undergo before reasonable balance between production and consumption 
would again be restored. The new fam bill passed by the Congress on May 12 last 
year, contained far more real fundamental machinery for dealing with the farm 
problem than any other piece of farm legislation in history, but it was not spe- 
cific in two important particulars on account of the variation in particular 
commodity problems. It did not -~- and obviously could not -- enumerate exactly 
what percentage of reductions should be established as an objective with each 
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commodity nor set up a definite system for administering each program. Those were 
tasks which the Congress left to the Secretary of Agriculture and the people. 

Thus, we were given the lumber but neither blueprint nor tools. In fact, by com- 
parison with the problems ov administration which were to arise. later, the develop- 
ment of a general plan was almost as simple as the process of subtracting two from © 
POUrs 


From the outset, however, we were guided by several acknowledged principles. 
First it was in the spirit of the Agricultural Adjustment Act that farmers them- i 
selves largely should have a hand both in the development and in the administra- 
tion of any program found necessary. You will recall that Secretary Wallace has 
repeatedly made this point. Secondly, because of the emergency nature of the 
corn-hog problem, it was almost imperative that the large majority of producers 
share equitably in the reduction of corn acreage and hog numbers. Although it is 
one of the eventual supplements to more permanent adjustment, a program of land 
retirement could not be employed at the outset. Neither was it possible to deal 
in-great detail with each farm, checking on rotations and determining the optimum 
scale of production for each farm. At the outset, it was either a plan involving 
amore or less definite flat percentage of reduction or no plan at all. 


As it happens, it is just a little over a year ago now that the self-admin- 
istrative set-up of the com-hog program under the Agricultural Adjustment Act 
first began to assume form and a definite direction. I refer to the formation of 
the Iowa Corn-Hog Committee at Des Moines here in Iowa on June 16, 1933. Soon 
similar committees of producer representatives were organized in other corn-belt 
States. Delegates from these several State committees met in Des Moines last 
July 15 and made up the set of recommendations to the Agricultural Adjustment Ad- 
ministration which pointed up the discussion on a com-hog production control pro- 
gram we have since put into effect. 


It is not necessary for me to go on from here, giving in chronological 
order, the outcome of subsequent discussion between representatives of the pros.t 
ducers and the Government. You know how we have advanced, step by step: First, 
the emergency marketing program; next the outlining of the 1934 plan; then the 
organization of temporary local committees, the contract sign-up, the general 
election of permanent committeemen and the establishment of county production 
control associations; and finally the follow-up work of the association officials 
and committeemen., You khow where we are at the present time and I am sure you ‘ 
Share with those of us in the Department of Agriculture amore realistic apprecia- 
tion of our new responsibilities. 


We have faced unusual adversity in this, our first year of voluntary pro- 
duction control. Sometimes it seemed as if our task could not have been made more 
difficult by deliberate design. There was the tremendous scope of this program. 
There was the lack of adequate and detailed production records among many farmers, 
There was the task of working out administrative rulings which would make tife con- , 
tract applicable to the thousands of individual situations among the million and 4, 
more eligible producers. There were the rather complicated and often conflicting : 
relationships between the production of corn and of hogs. There was unrest and ‘ 
dissatisfaction with the depressed condition of the hog market on account of heavy * 
marketings at the time of the sign-up. There was the necessity for a careful 
checking of contracts and some adjustment of figures. And finally there was the 
problem of the drought. 
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I know of a good many people who had misgivings when we started out on 
this program. There were those, of cairse, who opposed production adjustment and 
who, in effect, said, "Let the farmer flounder in his surpluses until he has sense 
enough to cut down without governmental assistance." There were others who recog- 
nized the facts in our situation, and who endorsed the idea of production control, 
but who contended that the voluntery plan would fail because farmers could not 
work together. 


Meny of us here today have heard it since boyhood that the farmer is ex- 
tremely individualistic and will never go with the crowd. In fact, some of us 
have been taveht to go against the crowd in shaping our om production policies 
for a particular commodity. I am thinking particulerly of the case of a farmer 
over in Illinois who invariably cut his production of hogs in the years when the 
neighbors were inclined to increase and who also as invariably increased his hog 
production after the neighbors had been burned by low prices and were cutting down 
on hogs. 


Going ageinst the crowd, however, is a rule that cm be worked only by the 
minority and at best returns only es little better then the everage income realized 
by the whole farming group. The point is that in the long run, individuals stand 
to gain more by combining with the crowd to manage in some degree the volume of 
the commodity that will be put on the market by the whole group. In that way, end 
thet way only, will the interests of both the individual and the group be served. 


In spite of popular sayings to the contrary and 4 long tradition of assumed 
independerce of action among farmers, I am one of a number of people who have never 
been convinced by the statement that farmers won't work together. After watching 
the extraordinary activity and unanimity of purpose among farmers who are now 
putting over the corn-hog program, { am ready to declare that my faith has been 
substantiated by fact. . 


fhe reason, I suppose, why farmers haven't worked together before with 
more facility may be two-fold. The need for joint action to improve income and 
protect property from foreclosure was never as great nor as clearly defined as 
during the past several years. -Of still greater importance, in my opinion, was 
the fact that no device cxisted heretofore for preserving for the participant in 
production control a full share of the cconomic benefits of the adjustment. You 
know the story of the tobacco cooperatives which suceccdcd in obtaining acreage 
reduction among their ow members only to see the price increase resulting from 
this partial adjustment go to the producers who had the same or a larger produc- 
tion to offer for sale. You have heard of similar experience in the case of cot- 
ton in days gone by. 


I raise the question; Who would voluntarily reduce his production under 
any kind of a plan, regardless of by whom sponsored, if that plan did not assure 
him of some part of the benefits to be derived from the adjustment? I don't think 
very many of you here today would’go: into that kind of plan. I will go further 


. 


and say that nine out of ten farmers who signed the corn-hog contract would not 


have signed if they had not been assured of a fair and equitable share of the bene- 
‘fits from. this adjustment. That is not to disparage thse motives of contract 


signers. One of our necds is greater purchasing power and a plan which does not 
assure each producer of a fair share of return for his part in the adjustment plan 
simply is not worthy of support, individually or collectively. 
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The Agricultural Adjustment Act, as many of you appreciate, provides an 
effective device for preserving for participating producers their share of the 
benefits of production control programs. This device is the processing tax. 

I have always felt it was a little unfortunate that the word "tax" was attached 

to this method for setting aside at the processing point, for subsequent dist ribu- 
tion to participating prodicers, a part of the value of the commodity, as deter- 
mined p®imarily by the usual factors of supply and demand. 


We know from past experience that within reasonable limits a reduction in 
supply not only will raise the price per hundredweight but tend to increase the 
total returns to producers. When you take the surplus off the market, the bids 
for the remainder of the commodity are sufficiently better to more than offset the 
reduction in volume sold. The processor does not have to count on handling or 
selling at a sacrifice the surplus of the commodity. There is less waste and less 
cost for transportation and distribution. And meanwhile, as long as supply is in 
line with requirements, consumers will tend to spend about the same percentage of 
their incomes for the finished product as before and with lower aggregate trans- 
portation and handling costs for the smaller supply; the total return to producers 
will necessarily be greater. 


Thus, out of that comparatively stable percentage of their incomes that 
consumers tend to spend for the products, the producer selling a moderate volume 
of commodity is able to realize a larger percentage return than when he was pro- 
ducing and selling an extra volume or surplus of commodity. 


50 far as the usual play of supply and demand goes, the effect on price 
probably would be about the same by one method of production adjustment as by 
another, Bringing production into line with demand invariably will tend to raise 
both price and aggregate return from the commodity, so long as total output is not 
brought below reasonable requirements nor reduced so mich as to greatly disturb 
normal price relationships with other similar commodities. 


Under a plan, however, which did not involve benefit payments and a pro- 
cessing tax but which called for the same reduction as is provided for under the 
1934 corn-hog contract, ali of the benefit would be reflected solely in changes 
in the open market price of hogs and this price increase would be diffused more to 
individuals who did not adjust than to those who helped make the adjustment. 


In contrast, net benefits from the 1934 corn-hog plan will not appear ex- 
clusively in the form of higher prices but in large degree will come to the parti- 
cipating producers in the form of reduction payments, distributed from funds de- 
rived from processing taxes. The potentialities of the tax for increasing pro- 
ducers income are two-fold. In the first place, the tax improves the position of 
hog producers as a group because, through the benefit payments it makes possible, 
it encourages producers to make an adjustment in supply thet in reality is respon- 
sible for a large part of the increase in the commodity's total value. Secondly, 
aS there is a tendency for the tax to increase the price of hog products in the 
retail market over what it otherwise would be, the amount which competing proces- 
sors pay for hogs may tend to increase, 


As I have already indicated, there has been plenty of hard work launching 


this program of planned production. This program wes about as different from any- 
thing we had ever done before as breaking prairie is different from working a 
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difficult, but essential jobs wes to ustablish a base from which to reduce. A 
decision to reduce corn acreage by twenty percent and hog production by 20 per- 
cent might have come to nothing at all if the figures put in the contracts had 
not béén brought as neer as possible to the actual production during the two-year 
period, finaily selected as the base interval. The temporary committeemen, who 
started off this program, thorefore roundcred indispensable service by helping 
farmers with their contracts. 


piece of ground that has been weli-farmed for fifty years. First, one of the 


In many ways, the most severe test of all nas been the adjusting of con- 
tract figures to conform with the quotas. The quotas, as you may know, were 
determined by state and federal officials, after careful examination of all 
available data, including producers' own reports. Because the sum of the con- 
tract signers’ reports did not always check out with the quotas, some people, 
particularly some of the anti-Administration writers, seemed to get the idea 
that the majority of farmers were brazen liars and that they were not trying to 
play the game at all. As it happens, most of these errors were the consequence 
of a lack of detailed records. Also, the minority rather than the majority of 
contracts contained significant errors. 


The purposes of making a careful adjustment, of course, were clear: 


In order to make sure that the production adjustment would be real and 
adequate, it was essential that the basis for reduction -- the production data 
in contracts -- be’ as near the actual as possible; secondly, the adjustment 
further assured cach participant that he would account for his fair share of the 
reduction in production, but no more, and that he would receive his fair share of 
the reduction payments, but no more. 


Much of the ground gone over by committeemen and producers this past winter 
and spring should not have to be retraced again. By keeping accurate and reason- 
ably detailed accounts henceforth, we can be prepared to furnish information on 
the status and size of our businesses at any time and for any kind of a program 
that we possibly develop and follow in the years ahead. 


T think it is generally known by this time that nearly one million two 
hundred thousand farmers of this country signed the 1934 contract and that the 
corn-hog program is the largest of all the adjustment efforts. I wonder, though, 
if we fully appreciate the magnitude of this program. It looks now as if our 
corn acreage this year will be down by about 12 to 15 million acres under the 
two-year average. That represents an area almost one-half again as large as all 
of the land area devoted to corn in Iowa, the nation's leading corn State. 


_ We can appreciate our job, too, by making a comparison with similar ad- 
justment efforts in other countries. Denmark and the Netherlands also are en- 
gaged at this time in curtailing hog production in a rather drastic way. As with 
the United States, the partial closing of the British market for hog products 
from non-empire countries has enforced a very substantial adjustment of hog number: 
by Danish and Dutch farmers. Under a system which controls the purchase of hogs 
for export, the Danes have discouraged the production.of hogs in excess of the 
number that can still be profitably exported, plus the number required for domes- 
tic consumption. In thé Netherlands, hog farmers receive a certain number of tags 
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to be inserted in the ears of the pigs. The owner cannot sell pigs which do not 

bear ear tags and a heavy fine is imposed for production of excess animals. In 

both countries, ae is a sort of producers' control association which resembles 

the corn-hog production control association in this country. & 


Although the farmers of these two small European countries have been 
severely hit by the decline in exports, and although they have had to plan drastic 
curtailments of pig farrowings, their problem from the physical standpoint is far 
less than ours. They have fewer farmers and their combined farm land area does 
not equal the size of the State of Iowa. Denmark has only about 200,000 farmers f 
and is fortified by about fifty years of rather intensive experience in coopera- 
tive production and marketing. In contrast, America has a total of about six 
million farmers and practically no experience in real cooperative production con- 
trol. I mention these things, not as an apology for the unavoidable delay in 
clearing our contracts and disbursing the first installment of the reduction pay- 
ment checks, but rather as a statcment to he tp visualize the scope of the corn- 
hog program. 


Looking beyond the immediate cooperative aspects of the plan this year, we 
perceive that community participation under the corn-hog contract may open new 
possibilities for cooperative marketing and distribution. Heretofore, many worthy 
cooperative endeavors went on the rocks because of uncontrolled production. No 
amount of efficiency or penny-pinching could stave off the disaster of declining 
prices caused by over-supply. Moreover, lack of » sense of the fundamental rela- 
tionship between the welfare of thé individual and of the group, has in the past 
been responsible for a shifting, unsettled cooperative membership. The notion has 
been expressed cccasionally that the organization. of farmers under the Agricultur- 
al Adjustment programs has superseded the function of marketing cooperatives. . On 
the contrary, the production control plans plug up an extremely dangerous hole in 
the dike, which otherwise would constantly threaten any ceope teak concerned with 
the production and distribution of conmodities. 


In the broad sense, the corn-hog program is only a part of the national 
recovery effort. Corn Belt farmers now are doing the things which only they, 
themselves, can and logically should do. In so doing, they are putting their own 
business on a firmer economic foundation. They are putting themselves in a posi- 
tion to receive higher prices and a larger share of the national income. A larger 
farm income has been one of our greatest national needs for the past several years 
It is realized that greater purchasing power in the country means the sale of more 
goods made by urban dwellers. On the other hand, it is recognized that larger in- 
comes and more employment among city workers will mean a larger dollars-and-cents 
return to the farm for the commodities that are bought. In effect, as employment 
incre@ses and wage payments reach a f'air level with respect to the national wealth. 
city workers have more to loaee ug the country for the foodstuffs and other raw 
materials. In the final ana ilys of course, what ‘we are after is not so much a 
certain price as it is the he pater bow steady work without wasting our labor 
On surpluses and to command'a fair proportion. | of the output of goods and services * 
in this Oy ae 45 


Finally, the welfare of the corn- hog farmer is almost tneverieapee woven 


into the destiny of world affairs For a long time, we have been an exporter of 
agricultural commodities ana donate During the ee war, when much of the 


8701 


<< 


si; 


European farming area went out of cultivation, our exports shot to extraordinarily 
high levels. After the war, as we might have exyected, the nations of Central 
Europe began to restore their sgriculture as rapidly as possible. Our export 
business would have felt the effects of this tendency much sooner if it had not 
been for liberal loans abrowd up until about 1928. But exports founded on loans 
abroad are not sound and we soon found that out to our sorrow when the loans 
stopped. ; sets 


A-large part of the acuteness of our problem is due to the inexperienced 
attitude of the United States toward foreign debts. Instead of accepting goods 
or services which. are the only real forms in which a nation can discharge an 
obligation, our tariffs were raised against foreign goods and we loaned money to 
the purchasers of our exportable goods. As Secretary Wallace has pointed out 
again and again, the impossible position of the United States as a new creditor 
nation and the sand-like foundation of our export business soon became apparent 
when the world-wide depression sét in. Within e space of three years, trade re- 
strictions against imports bristled’all along the European frontiers. Corn-hog 
farmers of the United States took it on the nose when Germany tightened restric- 
tions on lard imports and when England established the quota system for imports 
of pork from non-empire countries. 


Within recent months, some overtures, looking toward a gradual reopening 
of foreign trade, have been made. American farmers have much at stake in this 
effort. if our exports remain where they are or decline still more, I do not see 
how we can avoid adhering rether religiously to some plan for keeping production 
in line, that is, if we are to realize the most from our crops. If,-on the other 
hand, there is some improvement in foreign trade and the tariff schedules in this 
country are wisely revised, there is some chance for a partial re-expansion of 
production. At best, however, this will be a slow process. The outlook is not 
good in the case of hogs, because our predicament is due to more than a mere 
refusal abroad to buy our products. The fact is that European hog production, 
itself, has increased greatly since the war. 


Whetever the problems ahead may be - whatever adjustments we are obliged 
to make during the next few years, I think we can risk the statement that the 
discipline being developed under the corn-hog program this year will prove to be 
an invaluable aid in the future. I think corn-hog committeemen everywhere and all 
others who aided them, including the extension people, are entitled to much praise 
for this pioneer effort. 


The underlying strength of the volintary system of production adjustment, 
it seems to me, lies in the unusual degree of self-restraint which it promotes 
within the individual. The voluntary system, with its network of local committees, 
meshes cleanly with the individual free spirit of the American farmer. It modifies 
the interest of the individual only to the extent necessary to promote the welfare 
of the group. There is the spirit of the game about all this adjustment work. 
Once a man elects to come in, he will stick by the rules. If he does not, he 
usually will be quickly brought iuto line by his own neighbors who do possess a 
sense of fair play. 


Under any other system than the voluntary one, the restraining influence is 
mot within the individual. It is external. If force is necessary to attain the 
objective of adjustment, the individual producer will develop a hatred for the 
system, even though the results obtained are substantial. If something should 
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happen to break the control over them, producers would have no group-conscious- 

ness of their own nor a sense of mutual responsibility to hold them together. \ 
Invariably, they wold lapse into another period of every men for himself and the & 
devil-take-the-hindmost. Eventually, the devil would take everybody, just as he 

was taking us off at a pretty rapid clip under Old Deal policies. 


I hope that you will maintain the enthusiasm and energy which you have 
demonstrated throughout the early phases of this program. You have had a severe 
trial and there will be e tendency to let down after the first payments are dis- i 
tributed, but if you do that it will be a mistake. We cannot afford to scatter, 
yet many miles short of our ultimate goal. . 


Next up, of course, is the important task of checking on compliance with 
the 1934 contract. In some respects, this will be as trying as the adjustment of 
figures this past month. But if we are to realize desired reduction, hence the 
maximum benefit this year, we must do it; and if we are to see that everybody gets 
&@ square deal, it is necessary that real compliance be assured. 


When the hurly-burly of the present work is past, those of us at the Admin- 
istration headquarters in Washington hope to keep country associations posted 
regularly in the way of current information on markets, the export situation and 
on the progress of the corn-hog program and related programs. It is my own hope 
that you will have corn-hog meetings from time to time at which the fundamentals 
of the problem are scriously and thoroughly discussed. It is well to keep in 
mind that unless there is a virtually miraculous recovery in world trade over the 
next year, the 1934 comm-hog contract will not solve our difficulties for ak. time. 
It is just because of this probability that something will have to be devised to 
bridge us over, that I am urging continual discussion of the aspects, particularly 
the cooperative aspects, of this painful but inescapable era of adjustment. , 
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favored than other groups. 


Discussion Statement No. 7 July 4, 1934 
Material suggested for use in developing discussion 
of problems of agricultural adjustment. 


United States Department of Agriculture 
Agricultural Adjustment Administration, 
Washington, D. C, 
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DEVELOPMENTS IN A PROGRAM FOR TOBACCO GROWERS 


28 eR 


Address by J, B. Hutson, Chief of Tobacco 
Section, Agricultural Adjustment Administration, 
before Farmers Meeting At Chatham, Virginia, 


July 4, 1934, 


I am very gtat to meet with the tobacco farmers of Virginia and to 
Join with you in this 4th of July céilebration. Exactly 158 years ago, our 
forefathers signed the Declaration of Independence. It was a clean-cut and 
courageous announcement that from then on, the people of the thirteen orig- 
inal colonies were determined to be free and independent. What is more it 
was a clean-cut and courageous announcement that they were willing to assume 
the responsibility, through victory and defeat, for their own welfare and 


future destiny. 


Much has happened since that time. This nation has had its ups and 
dowms, but on the whole, as a nation, it has grow, developed and prospered. 


However, even in the more prosperous times, some groups heve been more 
During less prosperous periods, some groups have 


lived in plenty, while other groups have been able to eke out « bare existence. 
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During the past few vears, in particular, tobacco growers have 
been in the latter class, while those engaged in some other branches 
of the tobacco industry have been in. the former. It is this situation 
that I want to talk with you about today. 


It is unnecessary for me to review the conditions that have 
prevailed during the past few years on most farms on which tobacco is 
grown. Your income was reduced to a bare existence level. You could 
not buy and you could not pay. It has been our task under the pro- 
visions of the Agricultural Adjustment Act to aid you in bringing about 
an improvement in this situation. It is our task to aid you in bringing 
about further improvement. You have shown a willingness to cooperate 
in a more determined and united wey than any group before you since the 
commercial production of tobacco was first begun in Virginia Colony 
over 500 years ego. During the past year more then 90 percent of all 
tobacco growers have agreed to cooperate with their neighbors in a 
Joint attack on the problem. What is more, you have indicated that you 
were willing to assume personal responsibility for the success of the 
joint undertaking. 


There is a reason for all this. During the decade from 1923 to 
1932, you produced more and more and in this production you worked more 
and more. For this production and work you received less and less. At the 
Seme time that you were . receiving less and less, there were other 
groups in the tobacco industry that were receiving more and more. The 
total income of 400,000 farm families for the tobacco crop grown in the 


United States decreased from$288,000,000 for the 1923 crop to $107,000,000 
for the 1932 crop. 


During the first part of this period, world consumption of 
United States tobacco increased. In 1923 it was 1,225,000,000 pounds. 
In 1925, it was 1,400,000,000 pounds. After 1929, consumption deciined 
and in 1932 it was at the same figure as 10 years previously. There 
was a gradual shrinking in the part reccived by tobacco growers during 
this entire period, bus during depression years the income of tobacco 
growers declined at a ruinously rapid rate. From $286,000,000 in 1929 
to $212,000,000 in 1930, ana then, unchecked and uncontrolled, to 
$131,000,000 in 1931 -ana $107,000,000 in 1932. During this 10 year 
period manufacturers'profits increased from $76,006,000 to $146,000,000 
and even during the depression years, manufacturors! profits incroasod’ 
from $134,000,000 to $146,000 ,000. 
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To summarize, during the decade from 1923 to 1932, the income of tobac= 
co = growers was reduced almost two-thirds. The profits of manufacturers al- 
most doubled. 


Interpreting farmers! gross receipts in terms of the 400,000 farm 
farnilies, whose major source of income is tobnceo brinzs the true picture 
Closer home. In 1923 the tobacco incone per farn family was $720, The next 
few years it dropped below that figure, but by 1929 had advanced to the 1923 
level, 


from 1929 through 1932, the income per farm family from tobacco droped 
from 3720 to $250, These figures represent the gross income for the labor 
of all members of the family and returns on the investment in the farm and 
farm equipment, From this sum it was necessary to pay, or try to pay, for 
fertilizer, machinery, canvas, taxes, interast and all other items of expenses, 
In some cases it was necessary to pay for a part of the feed for work stock, 


In 1923 tobacco growers received slightly over 12 cents of each dollar 
paid by consumers for tobacco products and manufacturers received about 5S 
cents in the, form of nrofits, In 1932, tobacco growers reccived only 44, cents 
of the consumer's dollar, whereas tobacco manufacturers received more than 
10 cents in the form of profits. In addition, manufacturers received salaries 
for their personal services and a return of more than 20 percent on invested 
capital, The salarics of 12 of these men in 1922 was $2,500,000, which was 
equal to approximately the total income received by 10,000 tobacco growerse 


It was this situation that caused a Justice of the United States Supreme 
Court to say about a year ago, "A prime cause of our present plight has been 
the failure to distribute widely the profits of industry." It was this situa- 
tion that has caused Secretary Wallace and Administrator Davis and many others 
to Work nignt and day in the developnent of plans for the bringing about of 
& more equitable distribution of the national incone. It was this situation 
that caused the development of plans that would enable farmers to maintain 
the same kind of control over their output as other groups in the industry 
are able to maintain. It was this situation that caused you to join whole- 
heartedly in a program for the bringing about of a more equitable distribu- 
tion of the tobacco income, 


Let us review briefly the developnents of the past years As the 1933 
markets opened, prices were near the low levels that had prevailed during the 
two previous seasons, Tobacco farners appealed to the Agricultural Adjustnent 
Administration and pledged their full support behind a campaign to reduce the 
1944 crop in return for reasonable prices for the 1933 eropy The story oz 
the past history-making year, so faniliar to all of us, is a marvelous tribute 
to the fighting spirit and cooperative effort of the tobacco growers of this 
countrye 


In an incredibly short time, more than 90 porcent of all tobacco grow- 
ers in the United States signed contracts to reduce the 1934 crop. They 
agreed to reduce the 1934 crop to around 1,000,000,000 pounds, a reduction 
of about 30 percent. Such a crop vould be as much below the level of con- 
sumption as the 1933 crop was above that level, Marketing agreements were 
entered into with domestic manufacturers in which the prospective reduction 
for 1934 was canitalized on in terms of increased priced for the crop then 
being sold. 
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It is estinated that the income for the 1933 crop’ fron Sales, on the 
marxets was ap vroxinately $50,000,900 larger than it would have been, chiefly 
because of the cooperation of tobacco growers in, agreeing to reduce their 
next year's crop. Growers received $179,000,000 fr the 1933 crop from sales 
on the narkets. In addition, farmers are receiving during the current zarzet— 
».. ing year appréxinately $28,00C,000 in rental en’ benefit payments, making ao 
ne total of 3207,C620,000,. This is slose to the total income thet tobacen farmers 
received for their 1930 crop md is only slightly below the average for the 
last 10 years. 


° ex 


Flue-cured growers received a average of 9.5 cents a pound for the 


two crops grown in 1931 ang 1932. In 1933, however, the Adjustment progran si 
helped boost this: average to 15.3 cents a pound. Fire-cured growers, who 
received less than 5.5 cents a pounc for the average of the 1931 and 1932 
crops, secured an avernge of 8.1 cents a pound in 1933, Burley growers re=- 
ccived an average of 10.3 cents a pounc for the 1931 an? 1932 crops; )@he 
1933 crop was 40 percent above the level of consumption and the total sunvly 
11 percent larger than in 1931 and 14 percent larger than “in 1932. | In’spite 
of this burdensone surplus situation, the orice was above the average of the 
two previous years. The average price for all types was 12.9 cents a pound 
in 1933, co:pared with less than 9 cents a pound for the two previous crops. 
The increase in incone to flue~cured tobacco farmers because of a 
"pro:iise to reduce acreage" is annzing, alnost unbelievable, but it actually 
hao ened ag all of you know, It paid: old debts, bought necessities and even 
luxuries, and brought new opportunities and new hope to farm people, who were 
pretty badly crushed and disneartencd, Let's éxamine the record, Comparing 
the income by States for flue-cured tobacco for the 1932 crop without a pro- 
gran, and for the 1933 crop with a progran. 
Flue-Cured Tobacco 
Market Receipts to Farners 
State 1932 Crop 1933 Orop 
Virginia $ 2,880,000 $ 9,130,000 
North Carolina 34,710,000 85,560,000 
South Carolina 4,475,000 11,160,000 
Georgia 1,255,000 6,540,000 
Florida 140,000 450, 000 
Total $ 43,160,000 $112,850,000 
Flue-cured tobacco farmers also received benefit payments as follows: 
Estinated Flue-Cured Benefit Paynents | © 
Virginia $ 470,000 
North Carolina 5,380,000 
South Carolina LS? LO LO00 
Georgia 1,390,000 
Florida 85,000. 


Total $9,040,000 
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Considerable portions of the payments to states other than Virginia are price- 
equalizing payments, It will be recalled that the 1933 crop in Virginia was 
sold after the price increase occurred, following the signing of the flue- 
cured marketing agreement, Prices in the Old Belt averaged 16.6 cents per 
pound compared with an average of 14.6 for the remainder of the flue=cured 
district. The price-equalizing payments were made to those growers who sold 
early, to equalize insofar as possible the advantages which were obtained 
from the adjustment program, \ : ans 
Certainly, flue-cured tobacco farmers of the Southeast are more cheer-— 
ful. But what is the outlook for the 1934 marketing season? ; 


With a 30 percent reduction and a 95 percent sign-up, the flue-cured 
tobacco planted under contract totals 672,000 acres, It is cstimated that 
approximately 28,000 acres, not under contract, will be planted. This gives 
a total of 700,000 acres vlanted in 1934, Assuming slightly above normal 
yields, the 1934 prceduction can be predicted at around 525 million pounds, 
This is about 215,000,000 pounds less than jast year's crop. 

Stocks on hand in the United States on July 1, 1934 annear to be about 
800,000,000 pounds. Add to this the current 029,000,000 pounds crop and the 
total U. S. supply figurcs for flue-cured round out Close to, 1 oc5,000 000 
pounds compared to 1,420,000,000: as tho mar'cot opened last year. If there is 
anything in supply and demand relationships, prospects for fluc-cured tobacco 
prices should be considerably brighter when the markot opcns this year, com- 
pared to a year ago. 


Reasonable prices to grovers in 1933, that normally might have been 
followed with about a 30 percent increase in acreage in 1934 and poverty 
priess, turned out just the opposite, By keoving their »vromise, and by main-= 
taining control of their own production, tobacco farmers have removed the 
age-old objection of manufacturers to paying reasonable prices -- that of 
raising a crop all out of reason, following good prices. Now that this ob- 
jection has been overcorie wnder the new order, manufacturers should keep faith 
With tobacco farmors and pay increased prices for a smaller crop. Farmers, in 
turn, should continue to control production, so ras to secure the highest poss- 
ible net profit from their tobacco crops. They have this in their power and 
they have the vision and intelligence to keep this control, 


The second step in controlled tobacco production is the Kerr~Snith 
Tobacco Act passed on the final day of the 73ré Congress. This Bill is the 
answer to the direct request of farners, cooperating in adjustment programs, 
that they be protected from tho non-cooperating iainority. The overwhelning 
majority of cooperating tobacco farmers did not wish to see their efforts to 
reduce production in line with market needs offset to any aporeciable extent 
by the non-cooperator, who increases his production, or the new grower who 
Spreads the acreage and the territory. In addition, cooperating growers be-= 
lieved it was unfair for non-cooperators to "ride free" and enjoy benefits 
Which were made possible by majority cooperation. aed 
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The main provision of this Act is the levying. of a tax of from’25 to 
33-1/3 percent of the sales value of the tobacco of ron=contract signers, 
beginning with the 1934 crop, Maryland, Virginia Sun-Cured, and cigar-leaf © 
tobacco are exempt from the Act in 1934, At the request of three-fourths of 
the growers, any type may be brought under the Act in 1935, 


Tobacco growers emphasized that the effect of the new Act is to equal~ 
ize conditions to all tobacco growers and not to’ comodel or prohibit any farm 
er from growing tobacco, Neither is it intended to force any tobacco grower 
‘to sign a contract. Growers participating in the production adjustment pro= 
grams agreed to reduce production approximately 30 percent. This was followed 
by a 30 percent price rise for the 1933 crop. Growers planting their normal 
acreage or increasing it will receive just as much for their tobacco, after 
they have paid the tax, as they would without the tax, had no reduction program 
been offered, x 


Small growers and other gsrovers, who through unfavorable situations of 
some kind, have been unable to establish satisfactory bases, and have not sign= 
ed up, may be taken care of under this Act, The Secretary of Agriculture is 
authorized to allot tax-payment warrants to non=signers up to 6 percent of the 
tobacco in each county of the total allotment of contracting producers. Two 
thirds of these warrants to non-signers must be to small growers whose allot- 
ments of warrants are for 1,500 pounds or less. Included in the eligible group 
for tax-exempt warrants will also be farmers who lost their farns during the 
depression period and have recently reclaimed them; tenant farmers displaced 
on farms covered by tobacco contracts, who have been unavle to obtain a place 
on farms covered by contracts; and those tobacco growers of long experience, 
who have recently acquired farms with no recent tobacco history. Every effort 
will be made to humanize the program and to give a fair chance to deserving 
individuals, 


In each crop year in which the tax is levied, non-transferable tax- 
payment warrants will be issued to every tobacco grower cooperating in pro-= 
duction adjustment programs. These warrants will cover the number of pounds 
of tobacco which each cooperating farmer is permitted to market under his 
reduction agreement. These warrants will be accepted as payment of the tax 
on the sale of his tobacco, 


_ dn. fairness ‘to all tobacco growers, the Act provides that a new oppor= 
tunity be ofvered for signing contracts, to avoid payment of this tax, Ad= 
Justment contracts will be availeble for growers to sign through July 28. 

During this same period, non-coulracting growers will be Ziven an opportunity 

to mako applications for tax-paymentewarrants. It will not be necessary for 
producers under contracts to matze apolication for these warrants, The war- \ 
rants will be issued to these growers at the time they market their tobacco, € 
up to the full amount which they ar permitted to sell, | 


rs) 


The Kerr-Smith Tobacco Act is a protective, not a prohibitory nore 
Compulsory measure, Its real purpose is to protect growers cooperating for 
the general good of the industry and to guarantee that the benefits of this 
Cooperative undertaking shall go in the fullest measure to the cooperators. 
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Some who are inclined to be critical have said that the bringing about 
of improved prices to tobacco growers will -cause .a-losg in consumption. All 
along we have tried to develop our programs in such a vay and to make such 
adjustments in them as would prevent any results of this‘kind,” Only a few 
weeks ago, when it appeared that the crop might be short in some parts of 
the flue-cured belt, we announced that growers might increase their plantings. 
They were allowed to plant 80 percent of their base acrenge instead of the 
70 percent originally allotted, In order to equalize the opportunities as 
between the different growers, provision was made for the reduction of the 
payments to those farmers who planted the larger acrenge, 


At the same time, the announcement was made that all growers would be 
given an opportunity to sell 80 percent of their:base poundage instead of 
the 70 percent originally allotted. There are some growers in every com=- 
munity who will produce more than the poundage originally allotted. After 
carefully Considering the question, it apneared advisable to permit such 
growers to increase their sales. provided they are willing to accept smller 
adjustment payments. In the end, this will mean that the grower who is 
favored by weather conditions will produce and sell a larger crop, for which 
he will receive more on the markct than his neighbor who is less favorably 
Situated. But if he sells more, he will receive smaller adjustment paynents. 
The contract already provides that the growers who produce less than their 
allotment will receive deficiency payments. The net result of these two 
provisions is that the growers Who plant or: sell the larger quantity of to- 
bacco wihl reccive about enough for the added »roduction to pay them at a 
reasonable rate for the extra work required. 


The program is flexible enough so that adjustments such as those in- 
dicated above can be made and with these adjustments a marked increase in 
the income of tobacco érowers can be brought about fithout any material loss 
in sonsumption. 


During the depression period, when tobacco growers were receiving less 
Gach succeeding year, manufacturers, in order to increase their vrofits, ad~ 
vanced prices. In June 1931 they advanced the price of Cigarettes to $6.85 
per thousand wholesale, and 15 cents per package retail, At the time, prices 
of practically all other commodities were being reduced, A-marked dropeing 
Cigarette consumption followed. Millions of Consumers turned to hand-made 
Cigarettes and pipes and many others reduced their consumption. During the 
last half of that year, the consumption of manufactured cigarettes was 107 
percent smaller than during the first half, This advance fron $6.40 to $6.85 
in the wholesale price of cigarettes was roughly equivalent to 15 cents per 
pound on the leaf tobacco contained in one thousand cigarettes. It has been 
Claimed that this advance was nade so that tobacco growers could be paid more 
for their tobacco. But instead of advancing in 1931, growers! prices declined 
to the lowest level in more than a quarter of a century. Also the reduced 
consumption resulted in an accumulation of surplus stocks of tobacco, 


In order to reduce surplus stocks, the Agricultural Adjustment Adminis~ 
tration found it necessary to ask growers to reduce production below the level 
of consumption. The enornous immediate task of doing this has overshadowed 
almost everything else during the past year. But, as a matter of frct, we 
are a great deal more interested in increasing consurption than in reducing 
production, Every opportunity has been seized to regain recently lost export 
trade, Some progress has been made in this field and now, with the approvel — 
of tariff legislation, vigorous efforts will be made for further gains. 
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An attempt was made during the recent session of Congress to obtaina 
reduction in tobacco taxes. We are greatly concerned that the rates of in- 
ternal revenue taxes be such as to result in the largest possible domestic 
consumption and a healthy competitive situation in the industry. Our inter=- ts 


_. est in taz rates is to be certain that the growers share in any reduction, 


and that any changes adopted will bring about a stable and permanent improve- 
ment in the growers! income. 


Two proposals were widely discussed before the Congress. One would | 


entail a 40 percent horizontal reduction in the tax rates on all tobacco pro= ' 
ducts and the other would reduce the tax rates on 10 cent cigarettes on a q 
percentage basis, The first would result in some further immediate increase | 


in consumption and the second would improve the competitive situation in the 
industry, both of which are desirable, lea . 

Since no legislation was enacted at the past session of Cotigress, itis 
our hope that during the interim between now and the next session, this matter 
of tax reduction will be widely diseussed and thoroughly debated. It is to 
the interest.of the tobacco growers that a tobacco tax system be worked out 
which Will not permit manufacturers to absorb all the profits made, in the in- 
dustry. We hope that it will be possible to develop n plan upon which all can 
unite that will insure maximum benefit to tobacco growers and that will not 
reduce the competition within the industry. 


yt 
These are some of the developments that have taken place in the tobacco 
industry during the past year. Tobacco farmers have played a leading role in 
these developments. You will be expected to assume an even greater respon 
sibility as the program continues to advance. After all, the tobacco program 
is being developed for tobacco growers and in a large part by the tobacco 
growers. 


Great progress has been made during the past year but much remains to 
be done, We must complete our task and write our record in history in keeping 
with that of our forefathers, The restoration of the purchasing power of 
tobacco growers and other farmers is the foundation of the national recovery 
program and is essential to the preservation of our American civilization. 


Print 
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